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From Demand-Side Management to Supply-Side Structural Reform:
Path Dependence in Policy Change
HUANG Xin-hua, MA Wan-li
Abstract Changing from demand-side management to supply-side structural reform is a major change of Chi⁃
na’s economic governance policy. Due to the increasing returns and self-reinforcing mechanism, policy change
has an obvious path dependence, which exists in various aspects such as policy ideas, policy choice, and policy
implementation. In addition to the influence of the historical inertia of China’s economic governance policy, the
path dependence in such a policy change is also caused by the high conversion cost, conflicts of interest, and
other factors. Path dependence will hinder the change of economic governance policy and affect the realization
of the expected target of economic development. In order to avoid the policy failure of supply-side structural re⁃
form, it is necessary to resolve the path dependence in such a policy change and to promote the transformation
of China’s economic governance policy.
Key words supply-side structural reform; policy change; path dependence;“Three go, one drop, one supple⁃
ment”
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